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BANKRUPTCY REFORM/ATM Access Fees

SUBJECT: Consumer Bankruptcy Reform Act . . . S. 1301. Grassley motion to table the D'Amato amendment
No. 3597 to the Grassley/Hatch substitute amendment No. 3559 to the committee substitute.

ACTION: MOTION TO TABLE AGREED TO, 72-26

SYNOPSIS:  As reported with a substitute amendment, S. 1301, the Consumer BtoykReform Act, will enact reforms
to prevent creditors who have the meanpaying their debts from ynstly filin g for bankryptcy, and will enact
reforms toprotect consumers from unfair cregractices.

The Grasslg/Hatch substitute amendment would retain the ugithgrbubstitute amendmenpgovisions, would modif the
pre-bankrptcy counselilg requirement, and would adafovisions relatig to business bankptcies.

The D'Amato amendmentwould prohibit financial institutions thatperate automatic teller machines (ATMs) fronposirg
fees for usig those ATMs on consumers who do not have accounts with them. pemiécally, with regect to ay transaction
conducted at an electronic terminal, an electronic terminal sgclauld not be assessaghist a consumer if the transaction:
did not relate to or affect an account hejdthat consumer with the financial institution that ownedparated the terminal; and
was conducted thrgh a national or igional electronic bankigpnetwork.

Debate was limitedybunanimous consent. After debate, Senator Grasstered to table the amendment. Gengraliose
favoring the motion to tablepposed the amendment; thoggposing the motion to table favored the amendment.

Those favoringthe motion to table contended:
ATM machines cost between $30,000 and $80,000, and the cogerafim and maintainig them are based on mafactors,

including the safet of the areas in which thi@replaced and how often theare used. Further, manof those machines are totall
dependent on access fegayticularly some of the smaller machines in convenience storegraoely stores. If we were to ban
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access chaes, the result would be that nyaof the machines in mginal locations would have to be removed and all of the
machines that rglsolely on access chges would have to be eliminated. We think that this result would be harmful to consumers.
Currentl, no one is forced to use an ATM, ang @éime a fee is chged the consumer is notified before it is geal andgiven

the gotion of notproceedimy with the transaction. The Federal Government should not ban access feege \dl& aollegues to

table this amendment.

While favoring the motion to table, some Senatorprezsed the followig reservations:

Our collegues have made a westrorg argument that the current ATM access fees that areghstiaged aregouging
consumers. However, we must also bg wareful of interferig in this market, because we ynanintentionaly cause lage numbers
of ATMs in maginal locations to close, at tlyeeat inconvenience of consumers who are cugreisity those ATMs voluntanl.
Those consumers certajrdo not likepaying access fees, but th&vould like even less not hagrary ATMs nearly. This issue
definitely merits further stug The Bankig Committee should hold heags In the future, we nyawell sypport an effort to ban
ATM double chages, but mht now the effect of such a ban is too uncertain. Therefore, we ppisteothe D'Amato amendment.

Those opposinghe motion to table contended:

When ATMs bgan thg werepromoted as a bibenefit for both banks and consumers. Accartiira 1996 Mentis Cporation
study, the costs (for a bank) gbing to a bank teller rage from 90 cents to $1.Jr transaction, but the transactions costs ofjusin
an ATM averge only 22 cents to 28 cenper transaction. Banks understangalhnt their customers to use ATMs as much as
possible in order to lower transactions costs. Tgiout the 1990s a lge network of ATMs pread across the couptBy 1996
there were 122,000 ATMs in the United States. Most of those ATMs were (and are) gwtheddlge mong center banks. The
moneg/ center banks entered intgraements with other financial institutions to let those financial institutions' account holders use
their ATMs. In those greements, the financial institutions were often gedrfees, which thecould pass on to their account
holders, but the ATM ownengromised not to irpose their own fees. This deal wgsod enogh for most banks to foge
establishig their own ATMs. In 1996, thagh, once the network was established, thgeldranks started ctging non-account
holders lage transaction fees. Before 1996, fees did not exist; now, more tip@ncéht of the ATMs have fees, and the agera
fee is $1.50. The member banks that have enteredgrteraents to use these ATMs still havedp an averge of $1.18 each time
their account holders make a transaction, and that fggiéally passed on to the customer. Thus, the @eecast for Americans
of usirg an ATM has climbed to $2.68. That is an extrgnuslurious cost for person who needs gt his or her own casjuickly.

A few large banks offered all other bankg@od deal when ATMs were bejrestablished in order to makepissible for them to
create a mormmly situation, and now that thdave created that situation yhere takilg advantge of it by raking in profits. They
alread chage other banks several times the transaction costs ofjléttise other banks' customers use their ATMs--the extra
amounts ($3 billion in 1997 alone) thare nowgetting from double-chaging arepure mongoly profit. A few States have tried

to ban thiggreed practice of double-chging, but those laws have been chaljeth as a restraint on interstate trade. The Federal
Government, therefore, needgytd involved. The D'Amato amendment isywetraghtforward. It would ban double-clging. We
strorgly urge our collegues to spport this amendment.



